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REMARKS/ARGUMENTS 

This amendment is responsive to the Office Action mailed June 26, 2009. Entry 
of this amendment is respectfully requested. 

Claims 1-2, 4-8, 10-11, 13, 28-29, 31-38, 40, and 42-51 are pending in the present 
application. Claims 1, 5, 28, 32, 40, and now renumbered claims 45-47 have been amended. 
Claims 9, 15-24, 26, and 41 have been canceled. New claims 48-51 have been added. Support 
for the amendments and new claims can be found throughout the application as filed, including 
paragraphs [0017] - [0019], [0025], [0049], and [0053] of the specification. No new matter has 
been added. Reconsideration of the rejected claims is respectfully requested. 

Claim 33 has been amended solely to incorporate parent claims 32, 31, and 28. 
The amendment to claim 33 does not raise new issues, because independent claim 33 is the same 
as prior dependent claim 33. 

I. Claim Objections 

In the Office Action, claims 44-46 have been objected to for not being 
consecutively numbered. In this amendment, previously numbered claims 44-46 have been 
renumbered to claims 45-47. Withdrawal of the claim objections is therefore respectfully 
requested. 

II. 35 U.S.C. § 101 

In the Office Action, claims 1-2, 4-11, 13, 15-24, 26, 41-42, and 44-47 are 
rejected under 35 U.S.C. § 101 as directed to non-statutory subject matter. These claims were 
specifically rejected for "only claiming functional descriptive (i.e. software) as said claims 
defined a computer as only comprising software (i.e. control logic)." See Office Action at pages 
2-3. Applicants respectfully traverse the rejection and assert that the claims comprise statutory 
subject matter. 

Independent claim 15 has been canceled, and independent claims 1 and 46 recite 
"A system. . .comprising a computer." As stated by MPEP § 2106.01(1), 
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[c]omputer programs are often recited as part of a claim. USPTO 
personnel should determine whether the computer program is 
being claimed as part of an otherwise statutory manufacture or 
machine. In such a case, the claim remains statutory irrespective 
of the fact that a computer program is included in the claim. The 
same result occurs when a computer program is used in a 
computerized process where the computer executes the instructions 
set forth in the computer program. Only when the claimed 
invention taken as a whole is directed to a mere program listing, 
i.e., to only its description or expression, is it descriptive material 
per se and hence nonstatutory (emphasis added). 

Claims 1 and 46 are not "mere program listing [s]," but rather are directed to a computer 

containing control logic. The computer as recited in the claims comprises statutory subject 

matter. For this reason, claims 1 and 46, and the dependents thereon, "remains statutory 

irrespective of the fact that a computer program is included in the claim." Withdrawal of the 

rejection under 35 U.S.C. § 101 is respectfully requested. 

III. 35 U.S.C. § 112 

In the Office Action, claims 1-2, 4-11, 13, 15-24, 26,41-42, and 44-47 are 
rejected under 35 U.S.C. § 1 12 as being indefinite "because they are not system claims." 
Applicants respectfully traverse. Independent claim 15 has been canceled, and independent 
claims 1 and 46 recite "A system... comprising a computer." Thus, independent claims 1 and 46, 
and the dependents thereon, are directed to system claims. Withdrawal of the rejection under 35 
U.S.C. § 1 12 is respectfully requested. 

IV. 35 U.S.C. § 103 

In the Office Action, claims 1-2, 4-11, 13, 15-24, 26, 28, 29, 31-38, and 40-47 are 
rejected under 35 U.S.C. § 103 as being unpatentable over Fowler et al., U.S. Patent Publication 
No. 2002/0026348 ("Fowler"), Beach et al., U.S. Patent Publication No. 2002/0107738 
("Beach"), and Churchill et al., U.S. Patent No. 7,461,022 ("Churchill"). This rejection is 
respectfully traversed. 
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A. Improper hindsight was used to combine Fowler, Beach, and Churchill 

Improper hindsight was used to combine Fowler, Beach, and Churchill as 
disclosed in the Office Action. According to the Court of Appeals for the Federal Circuit: 

"It is difficult but necessary that the decisionmaker forget what he 
or she has been taught . . . about the claimed invention and cast the 
mind back to the time the invention was made (often as here many 
years), to occupy the mind of one skilled in the art who is 
presented only with the references, and who is normally guided by 
the then-accepted wisdom in the art." W.L. Gore & Associates, Inc. 
v. Garlock, Inc., 721 F.2d 1540, 220 USPQ 303, 313 (Fed. Cir. 
1983). 

Here, one viewing only the multiple cited references would not have combined 
them in the manner proposed by the Examiner absent improper hindsight. 

Fowler is directed to automated marketing programs. These programs can award 
benefits (see Fowler, Abstract). Fowler's only mention of returning a purchased product is in 
paragraph [0023], wherein "[e]xamples of transaction or user behavior identifier data 
include. . .products returned and amount of return(s), credits, and the like" are described as stored 
in databases. Fowler is silent regarding any process or systems used in those "return(s)." 

Beach is directed to coupon redemptions. As with Fowler, Beach only makes a 
single mention of product returns. Beach discloses in paragraph [0039] that "if a customer 
returns merchandise to the retail location 126 for a refund, the refund amount can be calculated 
taking into account any coupon redemptions that have been granted." The "refund" of Beach is 
clearly for the money originally spent on the product by a user. Beach is non-enabling with 
regards to "taking into account," and furthermore is silent regarding processing accumulated 
rewards in a return transaction. 

Churchill is directed to an "electronic auction system. . .that permits users to 
conduct auction transactions with various payment units" that can include earned points. See the 
Abstract of Churchill. Churchill discloses in column 22, lines 25-37 that "[e]arned points will 
also be held in 'escrow' for some time period (e.g., 30 days) upon issuance in order to account 
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for any returns of merchandise or disputed charges." According to Churchill the points in a 
return have never been accumulated, as they must be separately held in escrow. 

Clearly, one viewing only Fowler, Beach, and Churchill, would not have 
combined these references in the manner proposed by the Examiner, unless he had had the 
benefit of looking at Applicants' specification first. For example, in rejecting claim 1 on pages 
4-5 of the Office Action, the Examiner essentially alleges that it would have been "obvious" for 
one to have: (1) looked to Fowler, which describes marketing programs; (2) decided that the 
marketing program of Fowler would lead to a computer that calculates a return for a previously 
completed transaction; with the computer of Fowler calculating both (3) a new value for the 
previously completed transaction and (4) whether the new transaction value would have earned 
any accumulated awards, when the Office Action admits on page 4 that Fowler does not teach 
"wherein the total value returned is less than the total value of the previously completed 
transaction;" then (5) extracted a teaching of calculating an amount of rewards for the new value 
(i.e., the rewards that would have been accumulated had the previously completed transaction 
actually been for the new value just calculated), from Churchill's disclosure of an escrow 
account and Beach's disclosure of a refund for a purchase; (6) added the newly calculated 
rewards to the reward account when none of the cited references disclose adding rewards upon a 
return; and (7) decided that the system derived from Fowler and Beach and Churchill should also 
be able to keep track of data including (i) the number of transactions over time, (ii) the number 
and type of products purchased (iii) the purchased items and prices, (iv) the date of and/or time 
since last purchase, and (v) customer purchase history "in order to grant award based upon said 
tracking." 

Undoubtedly, this proposed sequence of events would not have been "obvious" to 
a person of skill in the art at the time of the invention by looking only at the references, without 
looking at Applicants' disclosure. Rather, the proposed sequence of events could have only 
resulted from improper hindsight in view of Applicants' disclosure, picking and choosing 
isolated disclosures from the prior art to meet the claims without regard to what the prior art 
actually teaches or suggests. 
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Furthermore, even assuming, arguendo, that such a combination was obvious, it 
would still not disclose each element of the independent claims. For example, claim 1 discloses 
"an order of precedence with respect to handling of two or more rewards." The cited art does not 
teach or suggest reversing a transaction that involved two or more rewards. Also, claim 1 recites 
a system that can "determine a new total transaction value" and "add any accumulated award for 
the new transaction value to the account." As shown above, the combined system of Fowler, 
Beach, and Churchill do not anywhere disclose a return of a less than the total value of the 
previous transaction. Thus, the combined system could not and would not calculate a new total 
transaction value or add accumulated rewards for the new total transaction value. As such, 
obviousness has not been established. 

B. The cited art does not teach or suggest an account with a negative reward value 

Obviousness has not been established with respect to the claims, since each and 
every element of the claims are not taught or suggested by Fowler, Beach, or Churchill, alone or 
in combination. Pages 8-9 of the Office Action state that: 
Claim 41 , Fowler does not expressly teach: 

control logic in the computer configured to determine whether the account has a 
negative reward value. However, Beach teaches that it is old and well known In the 
promotion art to store coupon redemption information in a POS terminal so that if a 
customer returns merchandise to a retail location for a refund, the refund amount can be 
calculated taking into account any coupon redemptions that have been granted (see 
Beach paragraph 39). Therefore, it would have been obvious to a person of ordinary 
skill in tie art at the time the application was made, to know that if a customer in 
Fowler' s system returns merchandise to a retail location for a refund, the refund amount 
would be calculated by taking into account any coupon redemptions that would have 
been granted, as taught Beach and therefore, giving said customer a negative reward 
value. 

Independent claims 1, 28, 40, and 46 have been amended to incorporate the limitation of 
determining "whether the account has a negative reward value." While Beach may disclose that 



Page 15 of 18 



Appl. No. 10/678,030 PATENT 
Amdt. 

"it may be useful to store coupon redemption information in the POS computer" in paragraph 
[0039], there is no mention of a "negative balance." In fact, Beach is silent regarding the 
adjusting of a reward balance. Beach only discloses using the stored information for calculating 
the refund amount for what a customer paid for the product. Thus, in Beach, a customer would 
lose the coupon that was redeemed upon the return of merchandise. 

A negative balance as claimed in the present application will prevent the 
unnecessary loss of rewards. As disclosed in paragraph [0045] of the present application, a 
negative reward count implemented in an escrow account can be "useful in preventing a 
customer from losing accumulated rewards during the return of purchased products, by 
facilitating the use of one count to continuously maintain the current purchase count while 
clearing the balance for return transactions by the use of a separate count." The cited art is silent 
as to such counts, and does not teach or suggest preventing the loss of accumulated rewards. 

C. The cited art does not teach or suggest a limit on the number of times transactions 

can be reversed 

Applicants respectfully submit that the independent claims are allowable, and 
therefore the dependent claims are allowable for this reason alone. Furthermore, the cited art 
does not teach or suggest "wherein the one or more rules governing the loyalty program includes 
a limit on the number of times transactions can be reversed under the account" as recited in 
claims 6 and 33. On pages 6-7, the Office Action acknowledges that Fowler, Beach, and 
Churchill do not teach such limitations, and takes Official Notice that "it is old and well known 
in the promotion art for retailers to impose a limit on the number of times transactions can be 
reversed. For example, Best Buy has an "over my return limit" with respect to the number of 
times a customer can return an item in a year." 

First, Applicants respectfully request clarification of the use of Official Notice. It 
appears that the Office Action is citing a fourth reference, a Best Buy program. However, the 
use of Official Notice is for rejections without documentary evidence. Thus, Applicants cannot 
tell if the rejection is based upon Official Notice or the citing of a fourth reference. If a Best Buy 
program is being cited, Applicants respectfully request a proper prior art citation for the program. 
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Second, if the rejection is based upon Official Notice, Applicants respectfully 
traverse. As described above, the cited art does not disclose returning a value that is less than the 
previous transaction. Thus, the cited art does not disclose multiple reversals for a transaction. 
Without multiple reversals for a transaction, there is no need for a limit on reversals. As such, 
the prior art does not teach or suggest "a limit on the number of times transactions can be 
reversed" as claimed. 

D. The cited art does not teach or suggest an expiration limit on reversals 

Applicants respectfully submit that the independent claims are allowable, and 
therefore the dependent claims are allowable for this reason alone. Furthermore, the cited art 
does not teach or suggest "wherein the one or more rules governing the loyalty program includes 
an expiration limit on when the previously completed transaction can be reversed" as recited in 
claims 7 and 34. On page 7, the Office Action acknowledges that Fowler, Beach, and Churchill 
do not teach such limitations, and takes Official Notice that "it is old and well known in the 
promotion art that retailsers have deadlines for product returns For example, Best Buy has a 
policy of 14 days for products' returns." 

Again, Applicants respectfully request clarification of the use of Official Notice. 
It appears that the Office Action is citing a fourth reference, a Best Buy program. However, the 
use of Official Notice is for rejections without documentary evidence. Thus, Applicants cannot 
tell if the rejection is based upon Official Notice or the citing of a fourth reference. If a Best Buy 
program is being cited, Applicants respectfully request a proper prior art citation for the program. 

If the rejection is based upon Official Notice, Applicants respectfully traverse. 
Furthermore, Pursuant to MPEP 2144.03, Applicants challenge the Examiner's taking of Official 
Notice in each and every instance that this is done in this Office Action and in future Office 
Actions. Applicants further request that the Examiner find a prior art reference to support an 
allegation that a feature that is present in the claims is "obvious" for both the limitations 
regarding an expiration limit and the limitations regarding a limit on number of reversals for a 
transaction. If such features are in fact "obvious" in the art, then it should not be too burdensome 
for the Examiner to find and cite such references. Even if the Examiner can find a reference 
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teaching an element for which Official Notice is taken, the reference may not be combinable 
with the other cited references or may teach away from the combination. Thus, Applicants 
cannot determine if the Examiner has satisfied the burden of establishing obviousness, unless 
prior art is cited to meet the claim limitations. 



CONCLUSION 

In view of the foregoing, Applicants believe all claims now pending in this 
Application are in condition for allowance. The issuance of a formal Notice of Allowance at an 
early date is respectfully requested. 

If the Examiner believes a telephone conference would expedite prosecution of 
this application, please telephone the undersigned at 41 5-576-0200. 



Respectfully submitted, 

/Adam J. Pyonin, Reg. No. 57,301/ 

Adam J. Pyonin 
Reg. No. 57,301 

TOWNSEND and TOWNSEND and CREW LLP 

Two Embarcadero Center, Eighth Floor 

San Francisco, California 941 1 1-3834 

Tel: 415-576-0200 

Fax:415-576-0300 
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